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General Economic Conditions

*+  The recesslon appears to have bottomes? out with positive
economic growth of 2,8 percent recorded in the 3¢
quarter of 2002 after four straight quarters of negative
growth,

»  The recovery during 2010 is expected to be less V-shaped
than past recoveries with the consensus forecast of reat
GDP in the 2,0-2.5 percent range.

+  Similar to the 1990-1991 recession, the récovery is
expected to be “jobless” in its early stages,

* Thespeed and depth of the job losses, 8.0 million and
couniting since the recession began, will continue to bea
drag on economic recovery,
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General. Economie C-ondiﬁans

.+ With 14.5 million people currently unemployed, this level
of Iaber utilization will take a long time to absorb. '
+ The Consumer Confidence Index rose slightly in
Noevember after falling in September and October but
remains weak for current conditions.

+ Consumer saving rates are rising. Since consumers make
up over 70,0% of GDP, this signals weak retail sales in the
near fufure,

+  Commercial real estate (CRE) is likely the next debt crisis
that will dampen growih and continue the financial erisis
that has straight-jacketed the national economy since
September 2007.
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General Economic Conditians

»  An estimated 52,0 trillion dollars of CRE mertgages will be
maturing between 2010-2013. Declining property
valuations, rents, and vacancy rates will increase
delinquency ratés and cause large losses in the commereial
mortgage market. .

+ Stimulus (ARRAY money has had a marginal impact on the
natienal economy. Most sectors of the economy are still
declining, with the notably strong exceptien of government
consumption.

+  Cash for Clunkers has played out. Auto sales have slowed
substantially since the program ended,
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General Economic Conditions

+ The Spring Hill GM plant has been indefinitely idled and
is unlikely to reopen in the foreseeable future.

+  While interest rates are historically low, financial
institutions are reluctant to make loans. This translates
tnto less construction, fower home sales, fewer auto sales,
and lower sales of big ticket items iz general,

* No residential development means no growth in the
property tax base for local and county governments in the
foreseeable future.

s+ As a lagging indicator, unemployment may continue to
rise locally for the next few months, contributing further
to weakened retail sales. ) :
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Unemployment Rates

* November U.S. unemployment rate = 10.0%, seasonally
adjusted

+ October unemployment rafes:
—+{1.5. = 10,2%:; Tennessee = 10,5%, seasonally adjusted.

—U.8, =9.5%; Tennessee = 10.2%, not seasonally
adjusted. -

+ Loeal unemployment rates:
~»Chattanooga MSA = 8.9%, not seasonally adjusted.
«+Knoxville MSA = 8.4%, not seasonally adjusted,
—Memphis MSA =9.9%, not seasonafly adjusted.
—Nashville MSA = 9,1%, not seasenally adjusted.

Sowee; Ternesree Dep f Labor end $Work Devel and U8, Bureau of Labor
Strtigties.
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Table 1 Tennessee Employment by Selectad Industry,
Establishmant Data, October 2008 ~October 2009

October Qctober Percent
Change
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Chart 1. Tennessee Unemployment Claims,
October 2007-October 2009
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Chart 2. Employed Tennessee Resldents,
October 2007-0ctober 2009
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Chart 3. Unemployed Tennesseo Residents,
Qctober 2007-0ctober 2009
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__Table 2. Tennessee Ul Claims by Industry, October 2008
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Chart 4. Population Growth, Selected Tennessea MSAs,
19902008
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Chart 5. Construction Employment, Percent Change,
CGctober 2008-October 2009
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Chart 6. U.S. Value of Construction Putin Place, -
-, Percent Change, October 2008-October 2008
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Chart 7. Real Gross Domestic Product Percent Change
Over Prior Quarter, 31 2007-3"¢ 2009
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Memphis Area Economic Sentiment

«  Wae conduct and track a local survey of economic sentiment
_{monthly).

« QOverall theme of responses for the October 2009 survey
perlod was that economic conditions were negative but
with some im provement,

+ Indices for the national outlook and general business

" conditions were positive and rising,

+ The index for employment was pessimistic but rising.

* " The index for gross sales was negative and falling, while the
index for local business conditions was negative but rising,
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Local |ssues

*  Survey partlcihants were asked the question, “What are
the economlic issues that you consider the most important
locally?”
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Table 3. Local E ic Concerns, October 2009

Category Respondents

Interest Rate Policy

leli] Pr‘i:r;;u_

Stack Market Volalility ) 13.3%
Inflation i

Value of the Dollar

Nota: Par!lr..lpants were a!luwad'lu. maku- mora than ona cholce.
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General Conclusions .

*  Weak economic condifions may persist for several more -
months.

*  Growing probability of double-dip recession,

*+ Paralysis of Uncertainty: Uncertainty surrounding a
second stimulus plan and healthcare reform will weigh
down growth, -

+ Residential housing will continue to be weak for the
foreseeable future but is showing some signs of
improvement.

+  Tax revenue growth will be weak at best, with perhaps a
slight rebound in FY 2011,
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Revenue Forecasts
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Chart 1. Total Collections Annual Percent Change,
1979-2011
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Chart 2. Sales and Use Tax Percent Change,
19792011
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Table 1. Accrual Year Median Revenue Forecast, 2010

2010 Meadian

Revenue Seureo Forecast

Satas and Uag

Exelse

Franchlse

Gasoline

Privilage ~

Gross Recelpts

Molor Vehiele Registration
Incoma .
Motor Vehicle Fuel
Tabaceo

Business

Inhanitance, Qifi & Estate
Petrolsurn Speclal Tat
Pixed Drinks

Alcohplic Beveraga
Beer

Motor Vehlele Title

Totat

Hota: Trtal FOrscLItia U HscIVtoT B beiad MW HOT the
0l drevi nm AL GXU N Lu IAChidid RN 10 [Hecast of Mia tatal glang with 1l over Listed bas manrtue.

Table 2. Accrual Year Median Revenue Forecast, 2011

% ch-ange
1110

2011 Median

2010 Median
Forecast

Revenue Source
Sales and Use
Excise
Franchize
Gasallne
Privitegs

Qrdsa Recelpts
Motar Vehicla Reglstration
Inceme

Motor Vehlcla Fire)
Tobacce

Business

Inheritance, Qift & Exials
Petroleum Spealal Tax

Mixed Drinks 54,500,000
Alccholic Beverage 46,400,000
Beer 18,740,000 _ &
10,600,000 FRAEHE A
Hata: i Anf HOT tie yum of L and
e o teag wh uxssuTH.




Table 3 Accrual Year Forecast Interval, 2010

26% Lower | 2010 Medlan 25% Uppar
Foracast

Qasolina
Privilege
Gross Recelpls

Molor Vehicle Reglstration
fneeme

Motor Vehicle Fuel
Tobaeceo

Business .
Inhatiance, Gift & Estats
Petroleum Spaclal Tax
Mixed Drinks

lAlcohollc Beverage

Beor

Motor Vehicla Titla

17,300,000
10,300,00

Table 4. Accrual Year Forecast Interval, 2011

2011 Medlan
Forecast

25% Lewer 256% llppar

Revenus Source
Sales and Use
Exclee
Frenchise
Gasoline

Motar Vahlele Heglstration
Income

Molor Vehlsle Fuel
Tobacoo

[Husinoss

Inheritance, Gift & Eslate
Petreleum Speclal Tax
Mixad Drinks

Alcoholle Beverage

Hear

Muotor Vehlcla Title
Total

bty
Eri04z]

rmmxmv

Table 5. Accrual Year Lower Bound impact, 2010

25% Lower

Revenus Soures
Sales and Use
Exclse
Franchise
Gasoline
Privilage

Gross Receipls
Moter Vehicle Reglstration
neoime

Motor Vahicla Fuel
Tobasca

iBusiness

Inheritance, Qift & Eslate
Patroleym Special Tax
Mixed Drirnks

Alesholic Baverage

Beer

Motor Yahicle Title

526,923,044
601,270,285
265,608,34




Table 6, - Accrual Year Upper Bound Impact, 2010

25% Upyper
t1e\fanue Source Bound 2009 Actual

Sales and Use

Exclse

Franchise

Gasoline

Privilege

Gross Recelpts

Motar Vehiele Registration
Incoma

Motor Vehicle Fual
Tobacco

Business

Inherjtance, Glit & Estate
Petroleum Speclal Tax
Mixed Orinks

Alcohplic Beverage
Beer

Mator Vehilele Tilla

Tetal

Table 7. Accruaerear Lower Bound Impact, 2011

25% Lower 7070 Madian Parcent
Foracast

Ravenue Sourae

$ales and Use

Excise

Franchlse

Qasoling

Privilege

Qross Recalpts

Motar Vehlcle Registratlon
Ineote

Motor Vehicle Fuel
‘Tobaceo &
Businass 135,000,000
Inheditance, Gift & Estate 332124 76,000,000:%;
Petrolesm Spacial Tax
Mixed Drinks
|Aleohollo fleverage
Beer

Motor Vehlcle Titte
Total

Table 8. Accrual Ygar Upper Bound Impact, 2011

25% Uppar 3070 Median
Foracast

Revenus Source

Sales and Use

Exclse

Franchlse

Gasoline

Privitege

Gross Racelpts

Motor Vehicle Reglstratlon
Ingome

Tohacco

Motor Vehlcle Fuel
Business

Inherd Gift & Estata
Petreleum Speclal Tax
Mixed Drinks

|Alcohalie Beverage

Bear

Mator Vehlele THie A 3

FHI0 E1R.63558_$10,200,000,000F7
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Table 9. Gross Recelpts andTVA Collections

it

$349,871,000.00 .
T R
Year 25% LowerBound | Medfan Forecast | 26%Upper Bound
c2010- | $309,331,684.71. [ "s315,000,000.00 | $320,668,335.28
2011 $315,378,831.43 | $321,000,000.00 | §326,621,188.57
g s FEchlpHsig e g i [
Year 25%LowarBound | Median Forecast | 25% Upper Bound
- 2010 - | . $26139,335,20 | *'§25,600,000,00 $26,080,864.71 .
201 $26,492,168,57 $29,000,000.00 $29,507,831.43
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